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Financial Summary

(amounts expressed in Hong Kong Dolfars)

The following is a summary of the total assets, total liabilities, share capital and results of the Group for the
five years ended 31st March, 2003.

1999 2000 2001 2002 2003
Financials ($ Million)
Total assets 620 635 549 501 466
Total liabilities 185 199 138 116 102
Minority interests 0.23 0.23 0.18 0.18 0.19
Shareholders’ funds 435 436 411 385 364
Share capital 828 854 857 857 857

{No. of shares issued — in Million)

Turnover 1,093 1,182 1,055 775 688
Net profit (loss) for the year 34 26 8 (9) (23)
Per Share Basis* (3)
Earnings (loss) 0.21 0.15 0.05 (0.05) (0.13)
Dividend 0.20 0.20 0.10 0.05 0
Net asset value (at book value) 2.63 2.55 2.40 2.25 2.12
* The calculations have been adjusted for the consolidation of every five of the Company’s ordinary shares of HK$0.10

each into one ordinary share of HK$0.50 each in June 2003.

Shareholders' Net Asset Value
Turnover Net Profit (Loss) Funds (Per Share Basis)
($ Million) ($ Million) ($ Million) ($)
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Chairman’s Statement

Dr CHOW Yei Ching

The performance of the Group for the year
ended 31st March, 2003 was disappointing
mainly due to the loss incurred in the closure of
its retail operations. The Group has recorded the
turnover of approximately HK$688 million,
representing a decrease of 11% over the same
period last year. Loss for the year amounted to
HK$23 million and loss per share was HK13.3
cents.

Dividend

The Board of Directors does not recommend the
payment of any final dividend for the year
(2002: Nil). As no interim dividend was paid
during the year (2002 (restated): HK5 cents), no
dividend will be paid for the entire year (2002
(restated): HK5 cents).

Management Discussion and Analysis

[ntense competition in PC products continued to
affect the performance of the Computer Division.
The Group will strive to introduce products with
attractive price packages in order to increase
competitiveness. In November, 2002, the Group
participated in the official Microsoft Tablet PC
Launch in Hong Kong. During the exhibition, the

Group presented various solutions with hand-writing digitalization features such as “Cybersign” for
Biometrics Signature Verification, field service automation and mobility solution with GPRS
connection. The market responses were encouraging.

Toshiba TECRA Professional
Series Notebook Computer

Chevalier iTech Holdings Limited
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Chairman’s Statement

Supply and installation of Structured
Cabling System and Fibre Network in
Metropolitan Area Network (MAN) for nine
stations, maintenance centre and West Rail

Building of KCRC West Rail

In anticipation of the continued economic
uncertainties and unfavourable business
environment, the Group took a difficult but
necessary decision to discontinue most of the
retail shops and mobile phone franchise shops.
Loss was incurred as a result. The Group will
strategically re-deploy resources in those business
with potential for long-term growth.

The first Chevalier Shop Digital Gallery with a
brand new service concept was opened in
Causeway Bay in December, 2002, It aims at
catering for the needs of both corporate and
individual customers by providing an array of
digital solutions and IT products, such as Digital
~ Multi-functional Document Processing systems,
notebook computers, pocket PCs and mobile
phones. The Gallery comprises “Toshiba
Customer Care Service Centre” with professional
customer service staff offering tailor-made and
efficient after-sales services for Toshiba notebook
computers.

All the large-scale contracts of the IT & Network
Solutions Division on hand including New TV
City, Two International Finance Centre and
KCRC West Rail were progressed well.

Supply and Installation of ELV Systems includes
Digital CCTV Surveillance Systems, Security ‘
System, Giga-bit Ethernet fibre backbone,
SMATV, Walkie Talkie, Radio Paging System and
Public Address System at Two international
Finance Center, the 88-storey class A intelligent

commercial building at Central
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- Chairman’s Statement

Demonstration
of Toshiba
Notebook
Computer in
Commart
Thailand 2003
Fair

f vosmea Flswoo B

Access Your Draume”

Showroom for digital
solutions and business
machines

The Business Machine Division and the After-sales Services Division were able to maintain stable
performance. However, the overall contribution from these divisions deteriorates due to fierce
competition and sluggish market condition.

The Group’s operation in Thailand continues to out-perform other divisions in the Group as the
economic growth in Thailand remains strong in recent years. All major businesses such as
telecommunication systems and services, sale of office equipment, notebook computer and related
products have achieved favorable results and partially offset the negative performance of the
Group’s business in Hong Kong and the Mainland during the financial year under review.

Prospects

During the year, the global economy remains sluggish as the lackluster demand and excess capacity
continued to weigh on the labour market. in the US, even though the leading indicators released
recently show sign of recovery due to rising stock market, robust housing market and increased
supply of money flowing through the economy, companies remain extremely cautious on capital
spending. Therefore, the replacement cycles in the PCs and IT equipment have been prolonged. The
demand for IT products remained low and competition was intensified, creating substantial
downward pressure on both prices and profit margins which in turn stifled profits and discouraged
investment.
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Chairman’s Statement

Apart from the onerous process of economic restructuring, the Hong Kong economy has suffered
another setback from the outbreak of the Severe Acute Respiratory Syndrome (“SARS") in March
this year. Although Hong Kong has been removed from the WHO's list of areas affected by SARS
and the government is committed to implement various measures to boost local economic growth,
the Hong Kong economy will unlikely to have genuine recovery without improvement in local
labour market.

The recovery of local economy will also depend on the US economy. Though it remains uncertain
what direction of the US economy is taking reflected by the recent mixed economic data, the 45-
year low interest rates in the US following its consecutive rate cuts will likely to accelerate the
economic growth of the US in the second half of 2003. it will favour the recovery of local economy.

Apart from creating a business-friendly environment, the government has been focusing on greater
integration between Hong Kong and the Pearf River Delta aiming at creating more business and
employment opportunities. The signing of the Closer Economic Partnership Arrangement ("CEPA™)
in June, 2003 signifies the closer economic ties between Hong Kong and the Mainland. The free-
trade pact, which will become effective on 1st January, 2004, is designed to give Hong Kong firms
a leg up over foreign rivals to explore the Mainiand market. Although the impact of CEPA has yet
to be seen, the Group will evaluate the business opportunities arisen from such Agreement bath in
Hong Kong and the Mainland.

Looking forward, in anticipation of the continued robust growth of the Thailand economy, the
market potential looks promising. As part of its long-term growth strategy, the Group will strive to
strengthen its existing business whilst actively pursuing new business opportunities in Thailand.
Building on our expertise and solid foundation in local IT and network solutions sectors, the Group
is confident that our success in Hong Kong will be replicated in the Thailand market over time.

Subsequent Event

Consolidation of Shares

On 30th April, 2003, the Board of the Company proposed to consolidate every five existing issued
and unissued shares of HK$0.10 each into one new share (“New Shares”) of HK$0.50 each in the
share capital of the Company (“the Shares Consolidation”). The Shares Consolidation was
approved by the shareholders at the Special General Meeting of the Company held on 5th June,
2003, After the consolidation, the number of authorised shares of the Company has been reduced
from 1,200,000,000 to 240,000,000 and the number of issued shares reduced from 856,779,355
10 171,355,871, Details of which were contained in a circular of the Company dated 20th May,
2003.

Appreciation

2003 has been a difficult year for Hong Kong, during which the Group has been confronted with
many challenges in both economic and social aspects. On behalf of the Board, | would like to take
this opportunity to truly thank all staff for their concerted effort which enabled the Group to move
through these rough and difficult times smoothly.

CHOW Yei Ching
Chairman

Hong Kong, 16th July, 2003
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Financial Review

As at 31st March, 2003, the Group's total net asset amounted to approximately HK$364 million
(2002: HK$385 million), a decrease of HK$21 million or 5.4% when compared with 2002.

Total debt to equity ratio was 0.02% (2002: 0.03%) and net debt to equity ratio was nil (2002: Nil),
which are expressed as a percentage of bank and other borrowings, and net borrowings
respectively, over the total net asset of HK$364 million (2002: HK$385 million).

At the balance sheet date, the Group’s bank and other borrowings amounted to HK$73,000 (2002:
HK$98,000). Cash and deposit at bank amounted to HK$78 million (2002: HK$170 million) and
there are no net borrowings for the two years.

Finance costs for the year amounted to HK$68,000 (2002: HK$228,000), a decrease of
HK$160,000 as compared with 2002.

The Company has provided guarantees in respect of loan facilities granted to subsidiary companies
amounting to HK$5,421,000 (2002: HK$4,750,000).

The Group adopts conservative treasury policies in cash and financial management. To achieve
better risk control and minimise cost of funds, the Group’s treasury activities are centralised. Cash is
generally placed in short-term deposits mostly denominated in Hong Kong or US dollars. The
Group’é liquidity and financing requi‘rements are frequently reviewed. In anticipating new
investments or maturity of bank loans, the Group will consider new financing while maintaining an
appropriate level of gearing.
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Schedule of the Major Properties

Particulars of major properties held by the Group are as follows:

Approximate

gross Lease Group’s
Location Usage floor area term interest
sq.ft. %
Thailand
No.540 Bamrungmuang Road, Office premises 21,300 Freehold 100
Debsirin Sub-district, and showroom
Pomprab District,
Bangkok Metropolis
The Mainland
Units 4, 5, 6 and 7 of 18th Floor, Office premises 7,200 Medium 100
Dongshan Plaza,
Guangzhou, Guangdong Province
Unit 1, 15th Floor, Staff quarters 1,400 \Long 100
Ming Ngan Court,
Guangzhou, Guangdong Province
Units B and F, 18th Floor, Staff quarters 1,800 Long 100
Kam Lai Square, Shanghai
Hong Kong
Unit 5 of 3rd Floor, Service centre 1,660 Medium 100
Elite Industrial Centre,
833 Cheung Sha Wan Road,
Kowloon
23rd Floor, No. 88 Lockhart Road, Service centre 2,010 Medium 100
Wanchai
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“Report of the Directors

The Directors present to shareholders their annual report together with the audited financial statements of the
Company and of the Group for the year ended 31st March, 2003.
Principal Activities

The principal activity of the Company is investment holding while the principal activities of its subsidiaries are
engaged in the provision of a wide range of voice and data communication equipment and services, system
integrated IT solutions, including one-stop total solution ranging from backbone networking, server and
software applications, LAN/WAN solutions, e-commerce solutions and in-building facilities such as optical fiber,
structured cabling systems, security systems and satellite receiving systems. They are also engaged in the sale
and distribution of business machines, computer systems and equipment, telephone systems, relevant after-
sales services and securities investment.

The Group’s turnover and loss from operations for the year ended 31st March, 2003 analysed by business and
geographical segments are set out in note 24 to the financial statements.
Results and Appropriations

The results of the Group for the year ended 31st March, 2003 are set out in the consolidated income
statement on page 20. No interim dividend was paid during the year. The Directors do not recommend the
payment of a final dividend.

Share Capital

Movements in the Company’s share capital during the year are set out in note 20 to the financial statements.

Reserves

Movements in reserves during the year are set out in note 21 to the financial statements.

Investment Properties

Movements in investment properties during the year are set out in note 11 to the financial statements.

Property, Plant and Equipment

Movements in property, plant and equipment during the year are set out in note 12 to the financial
statements.

Financial Summary

A financial summary of the Group is shown on page 2.

Major Customers and Suppliers

The five largest suppliers accounted for 83% of the Group’s purchases for the year whereas the five largest
customers accounted for 23% of the Group’s sales for the year. The largest supplier and the largest customer
accounted for 73% and 9% of the Group's purchases and sales respectively. None of the Directors, their
associates nor any shareholder (whom to the knowledge of the Directors owns more than 5% of the
Company’s issued share capital) has any interest in the Group’s five largest suppliers or five largest customers.

Major Properties

Particulars of the major properties of the Group as at 31st March, 2003 are set out on page 9.

Employees and Remuneration Policies

As at 31st March, 2003, the Group employed approximately 700 full time staff globally. Total staff costs
amounted to approximately HK$104 million for the year ended 31st March, 2003. The remuneration policies
are reviewed periodically on the basis of the nature of job, market trend, company performance and individual
performance. Other staff benefits include bonuses awarded on a discretionary basis, medical schemes,
retirement schemes and employees’ share option scheme.
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Report of the Directors

Donations
During the year, the Group made donations of HK$655,600 to charitable bodies.

Principal Subsidiaries and Associates

Particulars regarding the principal subsidiaries and associates of the Group are set out in pages 51 and 52 and
note 14 to the financial statements respectively.

Pre-emptive Rights

There are no provision for pre-emptive rights under the Company’s Bye-laws althcugh there are no restriction
against such rights under the laws in Bermuda where the Company is incorporated,

Purchase, Sale or Redemption of Listed Securities

There was no purchase, sale or redemption of listed securities of the Company by the Company or any of its
subsidiaries during the year.

Directors

The Directors who held office during the year and up to the date of this report were:

Executive Directors

Dr CHOW Yei Ching (Chairman)

Mr FUNG Pak Kwan (Managing Director)

Mr KUOK Hai Sang

Mr KAN Ka Hon

Miss Lily CHOW

Mr FUNG Wo Shun (Resigned on 1st April, 2002)

Independent Non-Executive Directors

Mr Shinichi YONEHARA
Mr WU King Cheong (Appointed on 7th October, 2002)
Mr YUEN Tin Fan, Francis (Retired on 20th September, 2002)

In accordance with the Company’s Bye-laws, Mr WU King Cheong shall retire from office at the forthcoming
Annual General Meeting and, being eligible, offer himself for re-election. The Independent Non-Executive
Directors are subject to the same retirement requirements as the Executive Directors.

Directors’ Interests in Contracts

Messrs CHOW Yei Ching, FUNG Pak Kwan, KUOK Hoi Sang and KAN Ka Hon are interested in certain
contracts in that they are the Directors and/or have beneficial interests in Chevalier international Holdings
Limited (“CIHL"). Details of these contracts are more fully disclosed in the section “Connected Transactions”
below.

Save as aforementioned, no other contract of significance to which the Company or its holding company or
any of its subsidiaries or fellow subsidiaries was a party and in which a Director had a material interest
subsisted at the end of the year or at any time during the year.

Directors’ Interests in Competing Business

During the year, none of the Directors have an interest in any business constituting a competing business to
the Group.

Chevalier iTech Holdings Limited 11 Annual Report 2002-2003
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Report of the Directors

Connected Transactions

The Group has from time to time conducted transactions with CIHL which is a “connected person” for the
purposes of the Rules Governing the Listing of Securities (“the Listing Rules”) on The Stock Exchange of Hong
Kong timited (“the Stock Exchange”). The Stock Exchange had granted a waiver on 2nd April, 1997 to the
Company from strict compliance with the requirements stipulated in Chapter 14 of the Listing Rules on
connected transactions. Pursuant to the waiver, details of the following connected transactions which have
been entered into between certain subsidiaries of CIHL and the Group in the ordinary and usual course of
business were not required to be disclosed by press notice and/or circular nor is the Company required to
obtain prior independent shareholders’ approval on each occasion when they arise:

The following properties were leased to the Group by the wholly-owned subsidiaries of CIHL at commercial
rates:

Landlord Renting of property (usage) Rental for the year
HK$°000
Union Pearl Development Limited Portion of Chevalier 622

Commercial Centre (office)

Winfield Development Limited Portion of Chevalier 13
Warehouse Building (warehouse)

Peak Gain Limited Portion of Chevalier 4,181
Engineering Service Centre
(office/warehouse)

Union Mark Development Limited Partion of Yin Hai Commercial Building 39
(office)

Well Stamp Limited Portion of Jin Du Mansion (office) 40

Well Stamp Limited Portion of Dongshan Plaza {office) 147

During the year, rentals amounting to approximately HK$5 million was paid to CIHL Group.

The Independent Non-Executive Directors of the Company confirm that the aforesaid connected transactions
conducted by the Group during the year ended 31st March, 2003 were:

(i) inthe ordinary and usual course of the Group’s business;

(i) on normal commercial terms or on terms no less favourable than terms available to/from independent
third parties;

(i) fair and reasonable so far as the shareholders of the Company are concerned; and

(iv)  within the relevant amounts as stipulated under the relevant waiver.
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Report of the Directors

Directors’ Interests in Securities

As at 31st March, 2003, the interests of the Directors in the share capital of the Company and its associated
corporations (as defined in the Securities (Disclosure of Interests) Ordinance (“the SDI Ordinance”)) which have
been notified to the Company and the Stock Exchange pursuant to the Mode! Code for Securities Transactions
by Directors of Listed Companies or required to be recorded in the register of the Company pursuant to
Section 29 of the SDI Ordinance were as follows:

(a)

(b)

Interests in the Company — Shares

Name of Directors

CHOW Yej Ching
FUNG Pak Kwan
KUOK Hoi Sang
KAN Ka Hon
Shinichi YONEHARA

Number of ordinary shares

Personal
interests

34,079,270
12,900,000
12,000,000
2,256,000
3,004

Corporate
interests Total
434,974,666* 469,053,936
- 12,900,000
- 12,000,000
- 2,256,000
- 3,004

* Dr CHOW Yei Ching beneficially owned 662,561,758 shares in CIHL, representing approximately 50.61% of
the issued share capital of CIHL, which in turn was interested in 434,974,666 shares of the Company. Dr Chow
was deemed to be interested in these shares under the SDI Ordinance and these shares were same as those
shares disclosed in the section “Substantial Shareholder” below.

Interests in Associated Corporations — Shares

Name of Directors

CHOW Yei Ching

FUNG Pak Kwan

KUOK Hoi Sang

KAN Ka Hon

Shinichi YONEHARA

Number of ordinary shares

Personal
Associated corporations interests
CIHL 662,561,758
Chevalier Singapore -
Holdings Limited
("CSHL™)
Chevalier Construction 61,036,489
Holdings Limited
("CCHL™)
CIHL 456,450
CIHL 491,083
CCHL 1,326,437
CIHL 145,200
CIHL 8,160
CCHL 342

Corporate

interests Total

662,561,758

101,653,000 101,653,000

89,385,444* 150,421,933
- 456,450

- 491,083
- 1,326,437

- 145,200

- 8,160
- 342

* Dr CHOW Yei Ching had notified CSHL and CCHL that under the 5DI Ordinance, he was deemed to be
interested in 101,653,000 shares in CSHL and 89,385,444 shares in CCHL which were all held by CIHL as Dr
Chow beneficially owned 662,561,758 shares in CIHL, representing approximately 50.61% of the issued share

capital of CIHL.
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Report of the Directors

Directors’ Interests in Securities (continued)

As at 31st March, 2003, certain Directors personally had interests in share options to subscribe for ordinary
shares of the Company and its associated corporation as separately disclosed in the section “Share Option
Schemes” below.

Save as disclosed above and in “Share Option Schemes” below, as at 31st March, 2003, none of the Directors
of the Company nor their spouses and children under the age of 18 had or were deemed to have any interest
in the securities of the Company and any of its associated corporations (as defined in the SDI Ordinance) or
were granted any right to subscribe for securities of the Company or any of its associated corporations or
exercised such right during the year pursuant to Section 28 of the SD! Ordinance or under Section 31 or Part 1.
of the Schedule to the SDI Ordinance.

Share Option Schemes

The Company adopted a share option scheme on 30th September, 1991 (“the Old Scheme”). it has been
expired on 29th September, 2001 and no further options may be granted under the Old Scheme. Details of
the share options outstanding as at 31st March, 2003 which have been granted under the share opticn
scheme of the Company and its associated corporation were as follows:

(@) Interests in the Company - Share Options

Number of share options
Outstanding
Lapsed asat
Exercise Balance Exercised Cancelled  during 31st
Date of Period during which price per asat1st during during the March,
Name of Directors grant  options are exercisable option  April, 2002 theyear theyear  year 2003

(HKS)

CHOW Yei Ching 17/12/1939  30/06/2000 - 29/06/2003 0.464 7,000,000 - - - 7,000,000
FUNG Pak Kwan 17121999 30/08/2000 - 29/06/2003 0.464 6,350,000 - - - 6,550,000
KUOK Hol Sang 171211999 30/06/2000 - 29/0672003 0.464 5,000,000 - - - 5,000,000
KAN Ka Hon 171211998 30/06/2000 - 29/06/2003 0.464 5,000,000 - - - 5,000,000
Lily CHOW 17/12/1999  30/06/2000 - 29/06/2003 0464 5,000,000 - - - 5,000,000

As at 31st March, 2003, the number of shares granted under the Old Scheme was 28,550,000,
representing 3.3% of the shares of the Company in issue at that date and would continue to be
exercisable in accordance with the terms of grant.
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Report of the Directors

Share Option Schemes (continued)

(b) Interests in Associated Corporation - Share Options )
Number of share options

Outstanding

Lapsed asat

Exercise Balance Exercised Cancelled  during 315t

Associated Date of Period during which  price per asattst during  during the  March,

Name of Directors corporation grant  options are exercisable option  April, 2002 theyear theyear  year 2003
[HKS)

CHOW Yei Ching CHL - 17/121999 3000672000 - 29/06/2003 0488 8450000 - - - 8,450,000

FUNG Pak Kwan CHL 1741211998 3000672000 - 29/06/2003 0488 5350000 - - - 530000

KUOK Hoi Sang CHL 177121999 300622000 - 29/06/2003 0483 5350,000 - - - 535,000

KAN Ka Hon CHL - 17/12/1999  30/06/2000 - 29/06/2003 0488 5,000,000 - - - 5,000,000

As at 31st March, 2003, the number of shares granted under the share option scheme adopted by the
shareholders of CIHL on 30th September, 1991 was 34,150,000, representing 2.7% of the shares of CIHL in
issue at that date and would continue to be exercisable in accordance with the terms of grant.

A new share option scheme ("the New Scheme”) was approved by the shareholders of the Company at the
2002 Annual General Meeting of the Company held on 20th September, 2002. The New Scheme fully
complies with Chapter 17 of the Listing Rules. A summary of the terms of the New Scheme was contained in
the Company's circular dated 30th July, 2002. During the year, no share option was granted, exercised,
cancelled or lapsed under the New Scheme. There was no outstanding option under the New Scheme at the
beginning and at the end of the year.

Directors’ Service Contracts

No Director offering for re-election at the forthcoming Annual General Meeting has a service contract with the
Company which is not determinable by the Company within one year without payment of compensation
(other than statutory compensation).

Management Contracts

Apart from the management agreement entered into with CIHL Group as set out in note 31(a) to the financial
statements, no other contract of significance concerning the management and administration of the whole or
any substantial part of the business of the Company or any of its subsidiaries was entered into or subsisted
during the year.
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Report of the Directors

Directors’ Biographies
Executive Directors

Dr CHOW Yei Ching, Chairman, aged 67, is the founder of Chevalier Group and the Chairman and Managing
Director of CIHL and the Chairman of CCHL, both of which are public listed companies in Hong Kong. He is
also a Non-Executive Director of Van Shung Chong Holdings Limited, Television Broadcasts Limited and Shaw
Brothers (Hong Kong) Limited. In 1995, Dr Chow was awarded with an Honorary Doctor Degree in Business
Administration by The Hong Kong Polytechnic University and an Honorary University Fellow by The University
of Hong Kong. In 1996 and 1997, he was appointed as an Honorary Member of the Board of Directors by
Nanjing University and was conferred an Honorary Degree of Doctor of Laws by The University of Hong Kong
respectively. Dr Chow also serves actively in a number of educational advisory committees and gives substantial
support to the aforementioned two Universities in Hong Kong and The Hong Kong University of Science &
Technology in areas of researches and developments. He is also a Consultative Professor of Zhejiang University
and a Lecture Professor of Sichuan Union University in the PRC. Dr Chow's enthusiasm in public services is
evidenced in his appointment in 2007 as the Vice Patron of The Community Chest in Hong Kong. He was also
appointed as the Honorary Consuf of The Kingdom of Bahrain in Hong Kong in 2001. He also actively
participates in various professional bodies and assaciations on fraternal and Chinese affairs. To name a few, he
is a Standing Committee Member of the Chinese People’s Political Consultative Conference, Shanghai, the
President of The Japan Society of Hong Kong and the Permanent Honorary President of the National Taiwan
University-HK Alumni Association, etc. In recognition of his contributions to local and overseas societies alike,
Or Chow was awarded honorable decorations from Britain, Belgium, France and Japan.

Mr FUNG Pak Kwan, Managing Director, aged 51, joined Chevalier Group in 1974 and is a Director of CIHL,
He is the Advisor of the executive committee of the Guangdong Federation of Industry & Commerce and
Guangdong Chamber of Commerce. Mr Fung is respansible for Chevalier Group’s strategic planning and
management of operations of subsidiaries which focus on a wide range of voice and data communication
equipment and services, system integrated IT solutions as well as the sale of business machines, computer
systems and equipment, telephone systems and relevant after-sales services. He also actively involves in the
planning of investment and development projects, environmental engineering, automaobile and hatel business
in North America of the Group.

Mr KUOK Hoi Sang, Director, aged 53, jeined Chevalier Group in 1972 and is the Managing Director of CIHL
and the Vice Chairman of CCHL. He is also the President of The Lift and Escalator Contractors Association in
Hong Kong, the Vice-Chairman of the Hong Kong ~ China Branch of The International Association of Elevator
Engineers and a Registered Lift and Escalator Engineer in Hong Kong. He is a member of Chinese People’s
Political Consultative Conference, Guangzhou. Mr Kuok has extensive experience in business development and
is responsible for the strategic planning and management of the operations of lifts and escalators, building
construction, building materials and supplies, aluminium works, electrical and mechanical services, civil
engineering, property development as well as investment projects of the Group.

Mr KAN Ka Hon, Director and Company Secretary, aged 52, joined Chevalier Group in 1986 and is a Director
and Company Secretary of CIHL and the Company Secretary of CCHL. He is also a Non-Executive Director of
Victory City International Holdings Limited and i100 Limited. He is responsible for management of Chevalier
Group's accounting and treasury, corporate finance, investment, pension fund and company secretarial
activities. Mr Kan holds a Bachelor Degree in Science from The University of Hong Kong and is a fellow
member of The Association of Chartered Certified Accountants in the U.K. and a member of The Hong Kong
Society of Accountants.

Miss Lily CHOW, Director, aged 40, joined Chevalier Group in 1990. She is responsible for strategic planning
and business development of the Group. She is also a member of Guangdong Provincial Committee of
Chinese People’s Consultative Conference, Committee of Taiwan, Hong Kong, Macau and Overseas of the
Zhejing Provincial Committee of Chinese People’s Political Conference and Shanghai Women’s Federation
Committee. She holds a Bachelor Degree and is the daughter of Dr CHOW Yei Ching.
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Report of the Directors

Directors’ Biographies (continued)
Independent Non-Executive Directors

Mr Shinichi YONEHARA, aged 52, was appointed to the Board in 2001. He is a graduate of Keio University,
Japan. Mr Yonehara joined Mitsui & Co., Ltd in 1974 and retired in January 2001. He was appointed General
Manager for Machinery Division of Mitsui & Company (Hong Kong) Limited from 1983 to 1992. Mr Yonehara
is well-experience in aircraft, telecommunications and [T businesses.

Mr WU King Cheong, aged 52, was appointed to the Board in October, 2002. He is an Executive Director of
Lee Cheong Gold Dealers Limited. He is also a Councillor of the Legislative Council of the HKSAR (Financial
Services Constituency) and the Eastern District Council of the HKSAR, Vice Chairman of the Chinese General
Chamber of Commerce, Member of Environmental Campaign Committee and Lord Wilson Heritage Trust -
Board of Trustees as well as the Honorary Permanent President of the Chinese Gold & Silver Exchange Society
and the Hong Kong Stockbrokers Association.

Retirement Schemes

The Company and its Hong Kong subsidiaries were participating companies in the Chevalier Group Staff
Provident Fund Scheme ("the Scheme™) as defined in the Occupational Retirement Schemes Ordinance which
is a defined contribution retirement scheme. The Scheme was granted exemption from Mandatory Provident
Fund regulations by the Mandatory Provident Fund Scheme Authority and shall not open to new members
starting from 1st December, 2000. Certain of the Company's overseas subsidiaries contribute to their local
government's central pension plans for their employees. Contributions to the Scheme are made by both the
employers and the employees at the rate of 3.5% to 16% on the employees’ salaries.

Pursuant to Government legislation, Bank Consortium Trust Company Limited was selected by the Group as an
alternative Mandatory Provident Fund (“MPF") service provider for employees of the Group who join the
Group from 1st December, 2000. The MPF is available to the employees aged 18 to 65 and with at least 60
days of service under the employment of the Group in Hong Kong. Contributions are made by the Group at
5% based on the staff's relevant income at a maximum of HK$20,000 per month. The benefits are required by
law to be preserved until the retirement age of 65.

The Group's total contributions to these schemes charged to the consolidated income statement during the
year amounted to HK$5,256,000 against which the forfeited contributions amounting to HK$1,169,000 have
been deducted. There were forfeited contributions amounting to HK$16,000 available at the year end date for
the reduction of future employer’s contributions.

Substantial Shareholder

As at 31st March, 2003, the sole substantial shareholder of the Company was CIHL Group which held
434,974,666 shares, representing approximately 50.77% of the issued share capital of the Company as
recorded in the register of the Company required to be kept under Section 16(1) of the SDI Ordinance.

Save as disclosed above, none of the Directors is aware of any other person having an interest in shares or
right to subscribe for shares, equivalent to 10% or more of the issued share capital of the Company during the
year.

Arrangement for Acquisition of Shares or Debentures

Except for the share option schemes adopted by the Company and its associated corporation and the share
options granted to certain Directors, at no time during the year was the Company or its holding company or
any of its subsidiaries or fellow subsidiaries a party to any arrangement to enable the Directors of the
Company to acquire benefits by means of the acquisition of shares in or debentures of the Company or any
other body corporate.
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Report of the Directors

Audit Committee

The Audit Committee, which was established pursuant to the requirements of the Listing Rules, comprising
Messrs Shinichi YONEHARA, YUEN Tin Fan, Francis who retired on 20th September, 2002 and WU King
Cheong who was appointed on 7th October, 2002, the Independent Non-Executive Directors of the Company,
met twice in the year. During the meetings, the Audit Committee has reviewed with the Management the
Connected Transactions, interim and annual reports of the Group, the accounting principles and practices
adopted by the Group, the auditing, internal controls and financial reporting matters.

Code of Best Practice

In the opinion of the Directors, the Company has complied throughout the year with the guidelines for the
Code of Best Practice as set out in Appendix 14 of the Listing Rules.

Auditors

The financial statements for the year have been audited by Messrs Deloitte Touche Tohmatsu who will retire
and, being eligible, offer themselves for re-appointment.
On behalf of the Board

CHOW Yei Ching
Chairman

Hong Kong, 16th July, 2003
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Report of the Auditors
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Touche
Tohmatsu

TO MEMBERS OF CHEVALIER iTECH HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 20 to 52 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company's directors are responsible for the preparation of financial statements which give a true and fair
view. In preparing financial statements which give a true and fair view it is fundamental that appropriate
accounting policies are selected and applied consistently.

it is our responsibility to form an independent opinion, based on our audit, on those statements and to report
our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the circumstances of the Company and the Group, consistently applied
and adeguately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements. We believe that
our audit provides a reasonable basis for our opinion.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Company and the
Group as at 31st March, 2003 and of the loss and cash flows of the Group for the year then ended and have

been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 16th July, 2003
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Consolidated Income Statement

For the year ended 31st March, 2003

2003 2002
NOTES HK$000 HK$'000

Turnover 4 687,903 775,364
Cost of sales (604,595) (636,995)
Gross profit 83,308 138,369
Other operating income 5 10,454 9,907
Distribution costs (94,629) (146,180)
Administrative expenses (5.863) (7,713)
Other operating expenses (1,499) (3,813)
Loss from operations (8,229) (9,430)
Finance costs (68) (228)
Share of results of associates 1,927 5,135
(Loss) gain on discontinuing operations 6 (12,093) 260
Loss before taxation 7 (18,463) (4,263)
Taxation 8 (4,334) (5,166)
Net loss for the year (22,797) (9,429)
Dividend 9 - 8,568
Loss per share 10

Basic (13.3) cents (5.5) cents

Diluted N/A N/A
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Consolidated Balance Sheet

As at 31st March, 2003

2003 2002
NOTES HK$'000 HK$000

Non-current assets

Investment properties 11 5,160 5,040
Property, plant and equipment 12 26,255 32,445
Interests in associates 14 9,618 18,646
Investments in securities i 15 17,800 72,322

58,833 128,453

Current assets

Inventories 16 56,946 71,073
Properties for sale, at cost 1,135 1,135
Debtors, deposits and prepayments 17 111,864 110,600
Amounts due from customers for contract work 18 1,244 1,568
Tax recoverable 472 1,419
Investments in securities 15 86,058 16,405
Bank balances and cash equivalents 149,033 170,338

406,752 372,538

Current liabilities

Creditors, deposits and accruals 79 66,384 90,060
Amount due to ultimate holding company : 6,290 1,456
Amounts due to customers for contract work 18 4,530 4,452
Bills payable 2,086 570
Deferred service income 19,525 18,974
Provision for taxation 2,277 329
Unsecured bank overdrafts 73 98
101,165 115,939

Net current assets 305,587 256,589
Total assets less current liabilities 364,420 385,052
Minority interests 186 184
NET ASSETS 364,234 384 868

Capital and reserves

Share capital 20 85,678 85,678
Reserves 21 278,556 299,190
SHAREHOLDERS' EQUITY ’ 364,234 384,868

The financial statements on pages 20 to 52 were approved and authorised for issue by the Board of Directors on 16th July,
2003 and are signed on its behalf by:

FUNG Pak Kwan KUOK Hoi Sang
Director Director
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Balance Sheet

As at 31st March, 2003

Non-current assets
Property, plant and equipment
Interests in subsidiaries

Investments in securities

Current assets
Debtors, deposits and prepayments
Arnounts due from subsidiaries
Investments in securities

Bank balances and cash equivalents

Current liabilities
Creditors, deposits and accruals
Amount due to ultimate holding company
Amounts due to subsidiaries

Net current assets

NET ASSETS

Capital and reserves
Share capital
Reserves

SHAREHOLDERS' EQUITY

FUNG Pak Kwan

Director

2003 2002

NOTES HK$000 HK$'000
!

12 189 237

13 96,729 111,326

15 17,800 | 72,322

114,718 183,885

1,797 18,191

100,259 94,745

15 72,214 -

110,333 137,666

284,603 250,602

3.858 13,663

6,290 1,456

59,965 82,728

70,113 97,847

214,490 152,755

329,208 336,640

20 85,678 85,678

21 243,530 250,962

329,208 336,640

KUOK Hoi Sang

Director
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Consolidated Statement of Changes in Equity

Total equity at beginning of the year

Surplus on revaluation of properties
Exchange difference arising on translation of financial
statements of overseas subsidiaries

Gains not recognised in the income statement

Loss for the year
Dividends paid

Total equity at end of the year

For the year ended 31st March, 2003

2003 2002
HK$000 HK$7000
384,868 410,153

392 143

1,771 1,137

2,163 1,280
(22,797) (9,429)

- (17,136)
364,234 384,868
—— |
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Consolidated Cash Flow Statement

For the year ended 31st March, 2003

QOPERATING ACTIVITIES

Loss before taxation

Adjustments for:
Share of results of associates
Interest income
Interest expenses
Dividend income
Depreciation
Net realised and unrealised holding loss (gain) on

investments in securities

Loss on disposal of property, plant and equipment
Impairment lass on property, plant and equipment
Deficit on revaluation of properties
Gain on disposal of discontinuing operations

Operating cash flows before movements in working capital
Decrease in inventories
{Increase) decrease in debtors, deposits and prepayments
Decrease (increase) in amounts due from
customers for contract work
Increase in investments in securities
increase {decrease) in bills payable
Decrease in creditors, deposits and accruals
Increase in amounts due 1o customers for contract work
Increase (decrease) in deferred service income
Exchange difference

Cash used in operations
Profits tax paid

Profits tax refunded
Interest paid

NET CASH USED IN OPERATING ACTIVITIES

INVESTING ACTIVITIES
Interest received
Dividend received from an associate
Dividends received from investments in securities
Repayment from (advances to) an associate
Purchase of property, plant and eguipment
Proceeds from disposal of property, plant and equipment
Cash inflow (outflow) arising on disposal of a subsidiary

NET CASH FROM (USED IN) INVESTING ACTIVITIES

NOTES

22

2003 2002
HK$000 HK$°000
(18,463) (4,263)
(1,927) (5,135)
(5,999) (7,606)
68 228
- 7)
4,844 7,310
1,431 (15,479)
6,091 4,855
1,218 -
78 579
- (260)
(12,659) (19,778)
14,384 31,304
(2,305) 40,156
324 {1,568)
{16,562) (73,248)
1,509 (3,525)
(23,838) (9,029)
78 4,452
536 (3,261)
1,014 {(1,631)
(37,519) (36,128)
(1,814) (5,322)
725 56
(68) (228)
(38,676) (41,622)
6,236 6,437
10,386 -
- 7
219 (793)
(6,595) {9,980)
957 438
1,058 (18)
12,261 (3,909)
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Consolidated Cash Flow Statement

FINANCING ACTIVITIES
Dividends paid
Advances from (repayments to) ultimate holding company

NET CASH FROM (USED IN) FINANCING ACTIVITIES
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Effect of changes in foreign exchange rates

Cash and cash equivalents at end of the year

Being:
Bank balances and cash equivalents
Bank overdrafts

For the year ended 31st March, 2003

2003 2002
HK$000 HK3°000
~ (17,136)

4,834 (1,482)
4,834 (18,618)
(21,581) (64,149)
170,240 233,719
301 670
148,960 170,240
149,033 170,338
(73) (98)
148,960 170,240
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Notes to the Financial Statements

For the year ended 31st March, 2003

1. General

The Company was incorporated in Bermuda as an exempted company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The Company’s ultimate holding company is
Chevalier International Holdings Limited (“CIHL"), a limited liability company incorporated in Bermuda and its shares
are listed on the Stock Exchange.

The principal activity of the Company is investment holding and investment in securities. Details of the principal
activities of the subsidiaries are set out in page 51 and 52. During the year, the Group had ceased trading of general
merchandise and is now in the process of discontinuing its retailing of telecommunication eguipment and provision of
telecommunication agency services.

2. Adoption of Statements of Standard Accounting Practice

in the current year, the Group has adopted a number of new and revised Statements of Standard Accounting Practice
("SSAPs") issued by the Hong Kong Saciety of Accountants. The adoption of these standards has led to a number of
changes in the Group's accounting policies as mentioned below but has had no material effect on the results for the
current or prior accounting periods. Accordingly, no prior period adjustment has been required.

Presentation of financial statements

The adoption of SSAP 1 (Revised) “Presentation of financial statements” replaces the staternent of recognised gains
and losses with a statement of changes in equity.

Foreign currencies

The revisions to SSAP 11 "Foreign currency translation” have eliminated the choice of translating the income
statements of overseas subsidiaries and associates at the closing rate for the year, the policy previously followed by
the Group. They are now required to be translated at an average rate. This change in accounting policy has not had
any material effect on the results for the current or prior accounting periods.

Cash flow statements

Under SSAP 15 (Revised) "Cash flow statements”, cash flows are classified under three headings — operating,
investing and financing, rather than the previous five headings. Interest and dividend received, interest paid and
dividend paid, which were previously presented under a separate heading, are classified as investing, operating and
financing cash flows respectively. Cash flows arising from taxes on income are classified as operating activities, unfess
they can be separately identified with investing or financing activities.

Discontinuing operations

Under SSAP 33 "Discontinuing operations”, amounts relating to the discontinuing operation are disclosed separately
from the point at which either a binding sale agreement is entered into or a detailed plan for the discontinuance is
announced. The adoption of SSAP 33 has resulted in the identification of the Group’s retailing of telecommunication
equipment and provision of telecommunication agency services and trading of general merchandise as discontinuing
operations in the current period, details of which are disclosed at note 6.

Employee benefits

SSAP 34 "Employee benefits” introduces measurement rules for employee benefits, including retirement benefit
plans. As the Group participates only in defined contribution retirement benefit schemes, the adoption of SSAP 34
has not had any material impact on the financial statements. Other changes in measuring employment benefits have
not had any material effect on the results for the current or prior accounting periods.
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Notes to the Financial Statements

For the year ended 31st March, 2003

3. Principal Accounting Policies

The financial statements have been prepared under the historical cost convention as modified for the revaluation of
certain properties and investments in securities and in accordance with accounting principles generally accepted in
Hong Kong. The principal accounting policies adopted are as follows:

(a) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries
made up to 31st March each year and also incorporate the Group’s interests in associates on the basis set out
in (d) below.

The results of subsidiaries and associates acguired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

(b) Goodwill/negative goodwill on consolidation

Goodwill arising on cansolidation represents the excess of the cost of acquisition over the Group's interest in
the fair value of the identifiable assets and liabilities of a subsidiary or associate. Negative goodwill represents
the excess of the Group’s interest in the fair value of the identifiable assets and liabilities of a subsidiary or
associate at the date of acquisition over the cost of acquisition.

Goodwill arising on acquisitions prior to 1st April, 2001 continues to be held in reserves, and will be charged to
the income statement at the time of disposal of the relevant subsidiary or associate, or at such time as the
goodwill is determined to be impaired.

Goodwill arising on acquisitions on or after 1st April, 2001 is capitalised and amortised on a straight-line basis
over its estimated useful life. Goodwill arising on acquisition of an assaciate is included within the carrying
amount of the associate. Goodwill arising on acquisition of subsidiaries is presented separately in the balance
sheet.

Negative goodwill arising on acquisitions prior to 1st April, 2001 continues to be held in reserves and will be
credited to income statement at the time of disposal of the relevant subsidiary or associate.

Negative goodwill arising on acquisitions after 1st April, 2007 is presented as deducticn from assets and will be
released to income based on an analysis of the circumstances from which the balance resulted. Negative
goodwill arising on the acquisition of an associate is deducted from the carrying value of the associate.
Negative goodwill arising on the acquisition of subsidiaries is presented separately in the balance sheet as a
deduction from assets.

()  Subsidiaries

Investments in subsidiaries are included in the Company's balance sheet at cost less any identified impairment
loss.

(d) Interests in associates

The consolidated income statement includes the Group's share of the post-acquisition results of its associates
for the year. In the consolidated balance sheet, interests in associates are stated at the Group’s share of the net
assets of the associates.
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Notes to the Financial Statements

For the year ended 31st March, 2003

3. Principal Accounting Policies (continued)

(e)

M

Investment properties

Investment properties are completed properties which are held for their investment potential, any rental
income being negotiated at arm’s length.

Investment properties are stated at their open market value and are revalued annually by independent
professional valuers. Any revaluation increase or decrease arising on the revaluation of investment properties is
credited or charged to the investment property revaluation reserve unless the balance of this reserve is
insufficient to cover a revaluation decrease, in which case the excess of the revaluation decrease over the
balance of the investment property revaluation reserve is charged to the income statement. Where a decrease
has previously been charged to the income statement and a revaluation increase subsequently arises, this
increase is credited 1o the income statement to the extent of the decrease previously charged.

On disposal of an investment property, the balance on the investment property revaluation reserve attributable
to that property is transferred to the income statement.

No depreciation is provided on investment properties except where the unexpired term of the relevant lease is
20 years or less. '

Property, plant and equipment
) Properties

Properties held for own use are stated at their revalued amount, being the fair value on the basis of their
existing use at the date of revaluation, less any subsequent accumulated depreciation and any
subsequent impairment losses. Revaluations are performed with sufficient regularity such that the
carrying amount does not differ materially from that would be determined using fair values at the
balance sheet date. Any revaluation increase arising on revaluation of such properties is credited to the
revaluation reserve, except to the extent that it reverses a revaluation decrease of the same asset
previously recognised as an expense, in which case the increase is credited to the income statement to
the extent of the decrease previously charged. A decrease in net carrying amount arising on the
revaluation of a property is dealt with as an expense to the extent that it exceeds the balance, if any, on
the revaluation reserve relating to a previous revaluation of that property. On the subsequent sale or
retirement of a revalued property, the attributable revaluation surplus is transferred to retained profits.

No depreciation is provided on freehold land. Depreciation is provided on leasehold land over the
remaining terms of the respective leases. Depreciation is provided on the cost of the buildings on a
straight-line basis over their estimated useful lives of 20 to 50 years or the remaining terms of the
respective leases, whichever is the shorter.

(i) Plant and equipment

Plant and equipment are stated at cost less accumulated depreciation and impairment losses. The cost of
an asset comprises its purchase price and any directly attributable costs of bringing the asset to its
working condition and location for its intended use.

Depreciation is provided to write off the cost of plant and equipment over their estimated useful lives
after taking into account their estimated residual value, on the reducing balance basis, at the following
rates per annum:

Initial charge Annual

upon purchase charge

Computer equipment 20% 40%
QOthers 20% 20%

Assets held for leasing are depreciated over the shorter of the term of the leases or at an annual rate of
20% on the cost of the assets.

The gain or loss arising from the disposal or retirement of an asset is determined as the difference
between the sale proceeds and the carrying amount of the asset and is recognised in the income
statement.
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3. Principal Accounting Policies (continued)

(g) Properties for sale

Properties held for sale are stated at the lower of cost and net realisable value. Cost comprises the cost of
acquisition of properties and other direct costs. Net realisable value is estimated by management based on
prevailing market conditions or when a binding sales agreement is executed, by reference 1o the agreed selling
prices.

(h) Inventories

Inventories represent general merchandise and consumable stores. General merchandise are stated at the lower
of cost and net realisable value whereas consumable stores are stated at cost less allowance. Cost is calculated
using weighted average method.

(i) Investments in securities

Investments in securities are recognised on a trade-date basis and are initially measured at cost. At subsequent
reporting dates, debt securities that the Group has the expressed intention and ability to hold to maturity (held-
to-maturity debt securitiesy are measured at amortised cost less any impairment loss recognised to reflect
irrecoverable amounts. The annual amortisation of any discount or premium on the acquisition of a held-to-
maturity security is aggregated with other investment income receivable over the term of the instrument so
that the revenue recognised in each period represents a constant yield on the investment.

Other investments which are not held for an identified long-term strategic purpose are measured at fair value,
with unrealised gains and losses included in income statement for the period.

1) Installation contracts

When the outcome of an installation contract can be estimated refiably, contract costs are charged to the
income statement by reference to the stage of completion of the contract activity at the balance sheet date, as
measured by the value of work carried out during the year.

When the outcome of an installation contract cannot be estimated reliably, contract costs are recognised as an
expense in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised
as an expense immediately.

Contracts in progress are recorded in the balance sheet at the contract costs incurred plus recognised profits
less recognised losses and progress billings, and are presented in the balance sheet as “amounts due from
customers for contract work” (as an asset) or “amounts due to customers for contract work” (as a liability),
where applicable. Amounts received before the related work is performed are included in the balance sheet as
a liability. Amounts billed for work performed on a contract but not yet paid by the customers are included in
the balance sheet under "debtors, depaosits and prepayments”.

(k)  Revenue recognition

Income from sale of goods is recognised when goods are delivered and title of the goods has passed to the
customer. Revenue is arrived at after deduction of any sales returns and discounts.

Income from rendering of services is recognised at the time when services are rendered. Receipts in advance of
provision of services are accounted for as deferred service income.

When the outcome of an installation contract can be estimated reliably, revenue is recognised using the
percentage of completion method, measured by reference to the value of work carried out during the period.
Variations in contract work, claims and incentive payments are included to the extent that they have been
agreed with the customer. When the outcome of an installation contract cannot be estimated reliably, revenue
is recognised only to the extent of contract costs incurred that it is probable will be recoverable.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the interest rate
applicable.

Dividend income from investments is recognised when the shareholders’ rights to receive payment have been
established.

Income from the sale of securities is recognised on a trade-date basis.

Rental income and other earnings under operating leases are recognised on a straight-line basis over the term
of the respective lease.
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3. Principal Accounting Policies (continued)

)

(n)

(o)

{p)

Operating leases

Leases where substantially all the rewards and risks of ownership of the assets remain with the lessors are
accounted for as operating leases. Payments on assets leased by the Group and income on property, plant and
equipment of the Group leased to third parties are dealt with in the income statement on a straight-line basis
over the terms of the relevant lease.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether there is
any indication that those assets have suffered an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable
amount. Impairment losses are recognised as an expense immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which case the impairment loss is treated as revaluation decrease
under that standard.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which case the reversal of the impairment loss is treated as a
revaluation increase under that other standard.

Retirement benefit scheme

The retirement benefit costs charged in the income statement represent the contributions paid and payable in
respect of the current year to the Group’s defined contribution schemes.

Foreign currency translation

The accounting records of the Group, other than those subsidiaries not operating in Hong Kong, are
maintained in Hong Kong dollars. Transactions denominated in foreign currencies during the year are
translated into Hong Kong dollars at the rates of exchange ruling on the dates of transactions or on the
contracted settlement date. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are re-translated into Hong Kong dollars at the rates of exchange ruling on that date. Profits and
losses arising on exchange are dealt with in the income statement.

On consolidation, the assets and liabilities of the subsidiaries and associates operating outside Hong Kong are
translated at the exchange rates prevailing on the balance sheet date. Income and expense items are translated
at the average exchange rates for the year. Exchange differences arising, if any, are classified as equity and
transferred to exchange fluctuation reserve. Such translation differences are recognised as income or as
expenses in the year in which the subsidiary or associate is disposed of.

Taxation

The charge for taxation is based on the results for the year as adjusted for items which are non-assessable or
disallowed. Timing differences arise from the recognition for tax purposes of certain items of income and
expense in a different accounting period from that in which they are recognised in the financial statements.
The tax effect of timing differences, computed using the liability method, is recognised as deferred taxation in
the financial statements to the extent that it is probable that a liability or an asset will crystallise in the
foreseeable future.

Cash equivalents

Cash equivalents are shart-term, highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value.
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4, Turnover

An analysis of the Group’s turnover is as follows:

2003 2002

HK$'000 HK$°000
Continuing operations:
Sale of computer and business machines 420,674 419,264
Sale of telecommunication systems 40,192 53,917
IT and network solution services 87,326 60,261
Technical and maintenance services 38,670 40,107
Investments in securities and others 12,989 1,836

599,851 575,485
Discontinuing operations:
Retailing of telecommunication equipment and
provision of telecommunication agency services 73,893 161,019
Trading of general merchandise 14,159 34,034
Paging services - 4,826

687,903 775,364

5. Other Operating Income
T Aana |
2003 2002

HK$'000 HK$'000
Included in other operating income are:
Interest income from bank and other deposits 4,838 5,962
Interest income from debt securities 1,161 1,644
Dividend income from listed securities ~ 7

6. Discontinuing Operations

The loss arising from discontinuance of the Group’s operations in trading of general merchandise and retailing of
telecommunication equipment and provision of telecommunication agency services during the year are as follows:

2003

HK$'000

Lease payments under non-cancellable operating leases and outgoings 1,927

Staff redundancy 3,264

Loss on disposal of property, plant and equipment 5,425
Impairment loss on property, plant and equipment 1,218

Stock provision 259
12,093

A ——
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6. Discontinuing Operations (continued)

Details of the Group's discontinuing operations are as follows:

(a)

In December, 2002, the Group had ceased trading of general merchandise in Hong Kong by closing down all
its retail outlets. Loss arising from the discontinuance of the operation amounted to HK$3,115,000
(2002: HK$ nil).

The results of the operations for the period from April, 2002 to December, 2002 and the carrying amounts of
the assets and liabilities not yet disposed of as at 31st March, 2003 together with the results for the preceding
year and the assets and liabilities as at 31st March, 2002 of the trading of general merchandise business
included in the consolidated financial statements, are as follows:

2003 2002

HK$000 HK$'000

Turnover 14,159 34,034
Qther operating income 1,690 4124
Operating costs (20,901) (45,572)
Loss from operations (5,052) (7,414)
Total assets 1,287 7,720
Total liabilities (3,995) (4,025)

During the year, the trading of general merchandise used HK$2,195,000 (2002: HK$7,610,000) of the Group's
net operating cash flows, contributed HK$23,000 (2002: used HK$868,000) in respect of investing activities
and contributed HK$1,765,000 (2002: HK$8,745,000) in respect of financing activities.

In September 2002, the board of directors of the Group determined to cease its retailing of telecommunication
equipment and provision of telecommunication agency services which were operated in Hong Kong. The
operations had been ceased in May 2003. Loss arising from the discontinuance of the operation amounted to
HK$8,978,000 (2002: HK$ nil).

The results of the operations for the current year and the carrying amounts of the assets and liabilities of the
retailing of telecommunication equipment and provision of telecommunication agency services business which
have been included in the consolidated financial statements, are as follows:"

2003 2002

HK$°000 HK$'000

Turnover 73,893 161,019
Other operating income 8,394 8,167
Operating costs (90,861) (182,007)
Loss from operations (8.574) (12,821)
Total assets 11,395 31,021
Total liabilities (9,855) (17,620)

During the vyear, the retailing of telecommunication equipment and provision of telecommunication agency
services business used HK$5,840,000 (2002; contributed HK$7,779,000) of the Group’s net operating cash
flows, used HK$1,112,000 (2002: HK$4,163,000) in respect of investing activities and contributed
HK$7,040,000 (2002: paid HK$6,046,000) in respect of financing activities.

In May 2001, the Group disposed of its paging business which was operated in Hong Kong. Gain on disposal
of discontinued operations amounted to HK$260,000.

The paging business has contributed HK$4,828,000 in respect of turnover and incurred a loss of HK$881,000
for the period from 1st April, 2001 to the date of discontinuance.
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7. Loss Before Taxation

2003 2002
HK$'000 HK$'000
Loss before taxation is arrived at
after charging:
Auditors' remuneration 1,253 1,401
Depreciation on property, plant and equipment 4,844 7.310
Loss on disposal of property, plant and equipment 6,091 4,855
Impairment loss on property, plant and equipment 1,218 -
Operating lease payments in respect of renting of premises 28,754 38,735
Staff costs (note) 104,221 134,475
Net realised and unrealised holding loss on
investments in securities 1,431 -
Interest on bank overdrafts repayable within five years 68 228
Deficit on revaluation of properties:
Investment properties - 270
Properties for cwn use 198 308
and crediting:
Gross rental income from properties of HK$657,000 (2002:
HK$638,000) less outgoings 488 556
Gross earnings from leasing of assets other than properties
of HK$1,999,000 (2002: HK$867,000) less outgoings 1,260 715
Net realised and unrealised holding gain on
investments in securities - 15,479
Exchange gain 2,572 1,440
Surplus on revaluation of investment properties 120 -

Note: Details of directors emoluments included in staff costs are disclosed in note 25,

Staff costs include an amount of HK$3,796,000 (2002: HK$2,288,000) in respect of staff redundancy payments.

8. Taxation

2003 2002
HK$°000 HK$'000
Current taxation

Company and subsidiaries
Hong Kong 1,142 1,445
Overseas 2,842 2,963

Associates

Hong Kong 350 747
QOverseas - 11
4,334 5,166

Provision for Hong Kong profits tax is calculated at the rate of 16% (2002: 16%) on the estimated assessable profits
less available tax relief for losses brought forward of each individual company comprising the Group.

Provision for overseas taxation is calculated based on the rates applicable to the relevant local legisiation on the
estimated assessable profits.

Details of the potential deferred tax credit (charge) not accounted for in the year are set out in note 23.
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9.

10.

11.

Dividend
; 2003 2002
HK$°000 HK$'000
Interim dividend paid
HK$ nil (2002: HK$0.01) per share on 856,779,352 shares - 8,568

Loss Per Share

Basic loss per share is calculated based on the loss for the year of HK$22,797,000 (2002: HK$9,429,000) and on the
weighted average number of ordinary shares issued of 171,355,870 (2002: 171,355,870), which have been adjusted
for the consolidation of the Company’s ordinary shares subsequent to the balance sheet date as described in note 20.

No diluted loss per share is presented for the two years as the exercise of the Company’s outstanding share options
would result in a decrease in net loss per share.

Investment Properties

THE GROUP
HK$ 000

AT VALUATION
At Tst April, 2002 . 5,040
Surplus on revaluation 120
At 31st March, 2003 5,160

Investment properties, which are situated in the Mainland and are held under medium-term leases, were revalued on
an open market value existing use basis on 31st March, 2003 by independent professional valuers, DTZ Debenham
Tie Leung Limited.

Gross rental income derived from renting of investment properties under operating leases during the year amounted
to HK$468,000 (2002: HK$453,000).
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12. Property, Plant and Equipment

Properties for own use
Hong Kong Overseas The Mainland Furniture, fixtures,
under under under under  Transmitters office equipment
medium- short: long-  medium- andtele-  Machinery and motor vehicles
term term term tom communications  toclsand for  for
lease fraehold lease fease leass  equipment  equipment OWN use [ease Total

HKS000 HKS000 K000 HK$'000 HKS'000 HKS000  HKS'000 HKS000 K000 HKS000

THE GROUP

AT COST OR VALUATION

At 15t Aprl, 2002 5,260 6,940 297 1,560 1670 30 16,805 31,836 2,138 66,808
Exchange adjustments - 81 3 - - - 9 128 14 30
Additions - - - - - - 1,389 2,185 302 6,595
Disposals - (254 - - - - 3731)  (14569) 273)  118827)
Surplus (deficit) on revaluation (810) 18 5) 130 40 - - - - @7
At 315t March, 2003 4450 6,985 295 1,690 1710 302 14,557 19,580 4,900 544e9

ACCUMULATED DEPRECIATION
AND IMPAIRMENT

AL Tt April, 2002 - - - - - 185 12,860 20,934 384 34,363
Exchange adjustments - - - - - - 7 108 2 189
Charge for the year 116 250 109 2% 124 37 1,651 1,794 737 4,844
Impaiment loss - - - - - - 129 1,089 - 1218
Eliminated on disposals - {4) - - - - (3.209) (8487) 79y 0179)
Eliminated on revaluation (116) [248) {109} {26} (124) - - - - {621}
At 315t March, 2003 - - - - - w150 15,438 04 28

NET BOOK VALUES
At 315t March, 2003 4450 5,985 295 1,690 1,710 80 3,047 4,142 3,856 26,255

At 315t March, 2002 5,60 6,940 297 1,560 1,670 117 3945 10902 1,754 32,445

An analysis of cost or valuation of the property, plant and equipment s as follows:

At cost - - - - - 302 14,557 19,580 4900 39339
At 2003 professional valuation 4450 6,985 295 1,690 1,710 - - - - 15,130
4,450 6,985 295 1690 1,710 302 14,587 19,580 4300 54,469

Properties were revalued on an open market value basis on 31st March, 2003 based on existing use by independent
professional valuers. Properties in Hong Kong were revalued by Messrs. Knight Frank. Overseas properties were
revalued by Insignia Brooke (Thailand) Limited. Properties in the Mainland China were revalued by DTZ Debenham Tie
Leung Limited.

Had these properties been carried at cost less accumulated depreciation, the carrying amount at 31st March, 2003
would have been HK$23,026,000 (2002: HK$23,768,000).

Impairment loss is recognised on certain fully impaired assets included in machinery, tools and equipment and
furniture, fixtures, office equipment and motor vehicles due to the discontinuance of the Group’s certain operations
as disclosed in note 6.
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12. Property, Plant and Equipment (continued)
THE COMPANY

Motor
Vehicle
HK3$'000
AT COST
At 1st April, 2002 and 31st March, 2003 348
ACCUMULATED DEPRECIATION
At 1st April, 2002 111
Charge for the year 48
At 31st March, 2003 159
NET BOOK VALUES
At 31st March, 2003 189
At 31st March, 2002 237

13. Interests in Subsidiaries

Unlisted shares, at cost less impairment loss
Amounts due from subsidiaries, less allowances

|

THE COMPANY

2003 2002
HK$°000 HK3$000

57,409 58,801

39,320 52,525

96,729 111,326
R

Particulars regarding the principal subsidiaries as at 31st March, 2003 of the Company are set out on pages 51 and 52.

The Directors are of the opinion that a complete list of the particulars of all subsidiaries would be of excessive length
and therefore, the subsidiaries as set out are those that principally affect the results or assets of the Group.

None of the subsidiaries had any debt securities outstanding at the end of the year.

14. Interests in Associates

Share of net assets
Amount due from an assaciate

THE GROUP

2003 2002
HK$'000 HK3000
7,072 15,881
2,546 2,765

9,618 18,646
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14. Interests in Associates (continued)

Particulars of the associates held by the Group as at 31st March, 2003 are as follows:

Place or country Form of Effective % of issued
Name of of incorporation or Class of business capital/registered capital Principal
associate registration/operation shares held structure held by the Group activities
United O.A. Hong Kong Ordinary Corporate 41%  Trading of office
Limited equipment and
ceased business
in Qctober, 2002
Guangzhou The Mainland Not applicable Corporate 24%  Trading of office
Chevalier iTech equipment and
Limited provision of
rmaintenance
service
15. Investments in Securities
THE GROUP THE COMPANY
2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000
Held to maturity securities:
Debt securities, unlisted 17,800 72,322 17,800 72,322
Other investments:
Equity securities, listed overseas - 16,405 - -
Equity securities, unlisted 995 - - -
Debt Securities, unlisted 53,015 - 40,166 -
Mutual fund, unlisted 32,048 - 32,048 -
103,858 88,727 90,014 72,322
Market value of listed
equity securities - 16,405 - -
Carrying value analysed for
reporting purposes are:
Non-current 17,800 72,322 17,800 72,322
Current 86,058 16,405 72,214 -
103,858 88,727 90,014 72,322
16. Inventories
THE GROUP
2003 2002
HK$'000 HK$'000
inventories held for resale 53,000 64,332
Consumable stores 3,946 6,741
56,946 71,073
included in the above are inventories held for resale of HK$7,611,000 (2002: HK$10,300,000) carried at net realisable
value.
The cost of inventories recognised as an expense during the year was HK$499,233,000 (2002: HK$550,051,000).
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17.

18.

19.

Debtors, Deposits and Prepayments

Included in debtors, deposits and prepayments are trade debtors of HK$72,201,000 (2002: HK$60,557,000). An
aged analysis of trade debtors as at 31st March, 2003 is as follows:

THE GROUP
2003 2002
HKS’000 HK$'000
0 - 60 days 63,469 45,030
- 90 days 3,389 5110
Quer 90 days 5,343 10,417
Total 72,201 60,557

L=

The Group has established different credit policies for customers.in each of its core businesses. The average credit
period granted for trade debtors was 60 days.

Amounts due from (to) Customers for Contract Work

THE GROUP
2003 2002
HK$°000 HK$°000
Contracts in progress at the balance sheet date:
Contract costs incurred 39,538 12,950
Recognised profits less losses (7,052) (6,493)
32,486 6,457
Progress billings (35,772) (9,341)
(3,286) (2,884)
Represented by:
Amounts due from customers included in current assets 1,244 1,568
Amounts due to customers included in current liabilities (4,530) (4,452)
(3,286) (2,884)

At 31st March, 2003, retentions held by customers for contract work amounted to HK$3,637,000 (2002:
HK$1,067,000). No advance payments were received from customers for contract work.

Creditors, Deposits and Accruals

Included in creditors, deposits and accruals are trade creditors of HK$21,053,000 (2002: HK$43,794,000), An aged
analysis of the trade creditors as at 31st March, 2003 is as follows:

THE GROUP
l 2003 2002
| HK$000 | HK$000

|

0 - 60 days 15,289 | 32,358

- 90 days 969 56

Over 90 days 4,795 11,380

Total 21,053 J 43,794
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20. Share Capital

Number of
ordinary
shares of Nominal
HK$0.1 each value
HK$'000
Authorised: 1,200,000,000 120,000
Issued and fully paid 856,779,352 85,678

There was no change in the authorised and issued share capital during the two years ended 31st March, 2003.

Pursuant to a special resolution passed at a special general meeting of the shareholders of the Company on 5th June,
2003, every five issued and unissued ordinary shares of HK$0.10 each are consclidated into one ordinary share of
HK$0.50 each.

Details of the share option scheme of the Company and the ultimate holding company are set out in note 29. No
options under the share option scheme of the Company were exercised during the two years ended 31st March,
2003.

21. Reserves

Properties
Capital  forownuse Exchange
Share Capital redemption revaluation fluctuation Dividend Retained
premium reserve reserve reserve reserve reserve profits Total
HK§'600 HK$'500 HK§'000 HK3'000 HKS'000 K000 HKS 000 HKS000
THE GROUP
At 15t April, 2001 123434 18,231 14 991 {550) 8,568 713787 324475
2001 final dividend paid - - - - - (8,568) - 8568)
Surplus on reveluation
of properties - - - 13 - - - 143
Exchange difference on translation
of finandial statements of
overseas subsidiaries - - - - 1137 - - 1137
Net loss for the year - - - - - - {9429 {9429
2002 interim dividend paid - - - -~ - ~ (8,568) (8,568)
At 31st March, 2002 23434 18231 14 1,134 587 - 55790 299,190

Surplus on revaluation

of properties - ~ - 39 - - - 392
Exchange difference on translation

of financial statements of

overseas Subsidiaries - - - - 1M - - 1,771

Net loss for the year - - - - - - (22,797 {22.797)

At 31t March, 2003 223,434 18,231 14 1526 2,358 - 32993 278556
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21.

Reserves (continued)

Notes:

(i) Reserves of the Group at the balance sheet date includes the Group's share of the post-acquisition profits retained in the
associates amounting to HK$816,000 (2002: HK$9,625,000).

(i The capital reserve included HK$27,000 (2002: HK$27,000) goodwill and HK$198,000 (2002: 198,000) negative goodwill on
consolidation.

Capital
Share Contributed redemption Dividend Retained
premium surplus reserve reserve profits Total
HK$000 HK$'000 HK$°000 HK3'000 HK$'000 HK$'000
THE COMPANY
At 1st April, 2001 223,434 6,226 14 8,568 15,927 254,168
2001 final dividend paid - - - (8,568) - (8,568)
Net profit for the year - - - - 13,929 13,929
2002 interim dividend paid ~ - - - (8,568) (8,568)
At 31st March, 2002 223,434 6,226 14 - 21,288 250,962
Net loss for the year - - - - (7,432) (7,432)
At 31st March, 2003 223,434 6,226 14 — 13,856 243,530

Contributed surplus represents the difference between the value of total net assets of subsidiaries acquired and the nominal amount
of the Company’s shares issued for the re-organisation in 1989, less dividends paid out of the contributed surplus subseguently. Under
the Companies Act of 1981 of Bermuda (as amended), the contributed surplus of the Company is available for distribution to
shareholders.

As at 31st March, 2003, the Company’s reserves available for distribution to shareholders amounted to HK$20,082,000 (2002:

HK$27,514,000).

22. Disposal of a Subsidiary

During the year ended 31st March, 2002, the Group disposed of a subsidiary and the net assets disposed of are as

follows:

Property, plant and equipment
Debtors, deposits and prepayments
Cash and bank balances

Creditors, deposits and accruals
Deferred service income

Provision for taxation

Gain on disposal
Total consideration receivable

Cash outflow arising on disposal:
Cash and bank balance disposed of

HK3$'000

5,741

3,959

18
218)
(8,200)
(502)

798
260

1,058

The consideration of HK$1,058,000 was subsequently received during the year ended 31st March, 2003.
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23.

24.

For the year ended 31st March, 2003

Deferred Taxation

At the balance sheet date, the major components of potential deferred tax assets not accounted for in the
consolidated financial statements are as follows:

THE GROUP
2003 2002
HK$'000 HK$'000
Tax effect of timing differences because of:
Excess of depreciation over tax allowances 2,292 2,403
Unutilised tax losses 86,678 75,420
88,970 77,823
The amount of the unprovided deferred tax credit (charge) for the year is as follows:
THE GROUP
2003 2002
HK$'000 HK$'000
Tax effect of timing differences because of:
(Shortfall) excess of depreciation over tax allowances (111) 520
Tax losses arising 11,258 6,429
11,147 6,949

A deferred tax asset has not been recognised in the financial statements as it is not certain that the tax asset will be
crystallised in the foreseeable future.

Deferred taxation has not been accounted for on the surplus or deficit arising on the revaluation of properties in
Hong Kong and Thailand as profit or loss arising on the disposal of Hong Kong and Thailand properties would not be
subject to taxation. Accordingly, the surplus or deficit does not constitute a timing difference for deferred taxation
purposes.

Deferred taxation has not been accounted for on the deficit arising on revaluation of the Group’s properties in the
Mainland as loss on disposal of these properties would not be allowable as a deduction from other profit.
Accordingly, the deficit would not constitute a timing difference for deferred tax purposes.

The Company had no significant unprovided deferred tax for the year and at the balance sheet date.

Segment Information

Business segments

For management purposes, the Group is currently organised into four operating divisions. These divisions are the basis
on which the Group reports its primary segment information. For reporting purpose, the Group redefines the
operating divisions and the comparative segment information for corresponding period has been reclassified to
conform with the current year's presentation.

During the year ended 31st March, 2003, the Group is in the process of discontinuing its retailing of
felecommunication equipment and provision of telecommunication agency services business and has discontinued its
trading of general merchandise business as disclosed in note 6. The Group also discontinued the provision of paging
services as from May 2001, '
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24. Segment Information (continued)

Business segments (continued)

Segment information about these businesses is presented below.

TURNOVER AND RESULTS
Year ended 31st March, 2003

Continuing operations Discontinuing operations
IT&
network Tele-
Computer solution Technical Investments communication
and and tele- and in securities General services
business communication maintenance and merchandise and
machines systems services others trading retailing Total
HK$°000 HK$'000 HK$000 HK$‘000 HK$000 HK$'000 HK$'000
TURNQVER
Total sales 477,771 138,816 44,214 12,989 14,443 79,826 768,059
Inter-segment sales (57,097) (11,298) (5,544) - (284) {5,933) (80,156)
External sales 420,674 127,518 38,670 12,989 14,159 73,893 687,903

Inter-segment sales are charged at prices determined by management with reference to market prices.

RESULT
Segment result 3,121 (2,856) 1,989 (2,458) {5,053) (8,612) (13,869)
Interest income 5,999
Unallocated corporate
expenses (359)
Loss from operations (8,229)
Finance costs (68)
Share of results of associates 1,927 - - - - - 1,927
Loss an discontinuing
operations - - - - {3,115) (8,978) (12,093)
Loss before taxation (18,463)
Taxation (4,334)
Net loss for the year (22,797)
BALANCE SHEET
As at 31st March, 2003
Continuing operations Discontinuing operations
IT&
network Tele-
Computer solution Technical Investments communication
and and tele- and in securities General services
business communication maintenance and merchandise and
machines systems services others trading retailing Total
HK$°000 HK$'000 HK$'000 HK$'000 HK$000 HK$'600 HK3000
ASSETS
Segment assets 114,338 53,730 11,555 103,858 1,287 11,395 296,163
Interests in associates 9,618 9,618
Unallocated corporate assets 159,804
Consolidated total assets 465,585
LIABILITIES -
Segment liabilities 17,954 34,913 16,756 13 3,995 9,855 83,486
Unaliocated corporate liabilities 17,679

Consolidated total liabilities

101,165
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Business segments (continued)
OTHER INFORMATION

Year ended 31st March, 2003

For the year ended 31st March, 2003

Continuing operations Discontinuing operations
iT&
network Tele-
Computer solution Technical  Investments communication
and and tele- and  in securities General services
business communication maintenance and  merchandise and
machines systems services others trading retailing Total
HK$000 HK$°000 HK$°000 HK$000 HKS$'000 HK$'000 HKS’000
Capital additions 1,977 1465 2 2,951 6 174 6,595
Depreciation 1,584 1,210 906 632 - 512 4,844
Impairment foss on property,
plant and equipment - - - - - 1,218 1,218
Deficit on revaluztion of properties - - - 78 - - 78
TURNOVER AND RESULTS
Year ended 31st March, 2002
Continuing aperations Discantinuing aperations
&
network Tele-
Computer solution Technical Investments communication
and and tele- and In securites General SeIViCes
business  communication maintenance and merchandise and Paging
machines Systems sevices others trading retailng Senices Total
HKS'000 HK3'000 HK3'000 HKS'060 HKS'000 HKS'000 HKS'000 HKS'000
TURNOVER
Total sales 498,483 128,887 45316 1936 35,753 169,473 4826 884,674
Inter-segment safes {79.219) (14,709) (5,209} - (1,719} 8454 - (109,310)
External sales 419,264 114,178 40,107 1936 34,034 161,019 4826 775,364
Inter-segment sales zre charged at prices determined by management with reference to market prices.
RESULT
Segment result 354 {15,528) 7,204 15357 {7416) 12,888} (881) (13,798)
Interest and dividend income 7613
Unallocated corporate
expenses (3,245)
Loss from operations {9430
Finance costs (228)
Share of results of associates 5135 - - - - - - 5,135
Gain on disposal of
discontinuing perations - - - - - - 260 260
Loss before taxation {4.263)
Taxation (5,166)

Net loss for the year

(3.429)
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24. Segment Information (continued)

Business segments (continued)
BALANCE SHEET

As at 31st March, 2002

Continuing operations Discontinuing operations
T&
netwark Tele-
Computer solution Technical  Investments communication
and and tele- and  insecurities General sarvices
business communication  maintenance and  merchandise and Paging
machines systems senvices others trading retailing Services Total

HK$'000 HK3'000 HKS 000 HK$000 HK$'000 HK$000 HK$'000 HK$'000

ASSETS

Segment assets 85,225 57,175 13,917 104,660 7,720 31,021 - 299,718
Interests in assaciates 18,646 18,646
Unallocated corporate assets 182,627
Consolidated total assets 500,991
UABILITIES

Segment liabilities 22,655 27,904 18,022 10,014 4,025 17,620 - 100,240
Unallocated corporate liabilities 15,699
Consolidated total liabilities 115,939

OTHER INFORMATION

Year ended 31st March, 2002

Continuing operations Discontinuing operations
T&
netwark Tele-
Computer soiution Technical Igstments communication
34 and iele- and in securities Gererl services
busingss  communication maintenance and merchandise and Paging
machines systems services others trading retaling Senvices Total
FK$500 HK$'000 HKS000 HKS000 HKS000 HKS000 HKS'000 HK8'000
Capital edditions 1371 807 238 233 874 4,355 1 9,980
Depreciation 1,308 1,060 933 690 856 2260 P 7310
Deficit on revalustion
of properties - - - 579 - - - 579
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24. Segment Information (continued)

Geographical segments

The Group’s operations in sales of computer and business machines and telecommunication systems, provision of
technical and maintenance services and IT and network solution services are carried out in Hong Kong, the Mainland
and Thailand. The operations in retailing of telecommunication equipment and provision of telecommunication
agency services, trading of general merchandise and paging services are carried out in Hong Kong. The following
table provides an analysis of the Group’s turnover by geographical market:
Turnover by
geographical market

2003 2002

HK$'000 HK$'000

Hong Kong 511,653 535,320
The Mainland 44,181 119,108
Thailand 123,699 111,520
Others 8,370 9,346
687,903 775,364

The following is an analysis of the carrying amounts of segment assets and additions to property, plant and
equipment analysed by geographical area in which the assets are located:

Carrying amounts
of segment assets

Additions to property,
plant and equipment

2003 2002 2003 2002
HK$’000 HK3$'000 HK$°000 HK$'000
Hong Kong 380,733 406,721 3,215 7,531
The Mainland 14,595 22,318 29 436
Thailand 66,483 66,995 3,245 1,873
Others 3,774 4,957 106 140
465,585 500,991 6,595 9,980
R

25. Emoluments of Directors and Senior Management

Details of the emoluments paid to the Directors of the Group are as follows:
2003 | 2002
HK$'000 HK$000
Fees 238 240
Salaries, allowances and benefits in kind 505 1,514
Retirement benefits scheme contributions 25 61
768 1,815
Except for the directors’ fees of HK$238,000 (2002: HK$240,000) paid to the Independent Non-executive Directors,
no other emoluments were paid or are payable to the independent Non-executive Directors and Non-executive

Directors during the two years ended 31st March, 2003.

Chevalier iTech Holdings Limited 45 Annual Report 2002-2003

‘Q



Notes to the Financial Statements

For the year ended 31st March, 2003

25.

26.

27,

Emoluments of Directors and Senior Management (continued)

The emoluments of the Directors fall within the following bands:

Number of directors

Bands 2003 2002
Nif ~ HK$1,000,000 8 9
HK$1,500,001 - HK$2,000,000 - 1

In addition to the directors’ emoluments disclosed above, four (2002: five) directors received remuneration totalling
HK$16,173,000 (2002: HK$17,632,000) from the Company’s ultimate holding company in respect of their services to
the ultimate holding company and its subsidiaries including the Group.

The amounts paid by the ultimate holding company have not been allocated between the services of the directors as
directors of the Company and its subsidiaries, and their services to the ultimate holding company and its other
subsidiaries.

The five highest paid individuals included one director for the year ended 31st March, 2002 whose emoluments are
disclosed above.

The emoluments of the five (2002: four) highest paid individuals were as follows:

2003 2002

HK$'000 HK$°000

Salaries, allowances and benefits in kind 3,943 3,311
Retirement benefits scheme contributions 200 167
4,143 3,478

The emoluments of these five (2002: four) highest paid individuals fall within the following bands:

Number of individuals

Bands 2003 2002
Nil— HK$1,000,000 3 3
HK$1,000,001 — HK$1,500,000 2 1

Charge of Assets

At 31st March, 2003, freehold properties with an aggregate carrying value of HK$6,603,000 (2002: HK$6,383,000)
were mortgaged to secure general banking facilities granted to an overseas subsidiary.

Contingent Liabilities
At 31st March, 2003, the Company had contingent liabilities in respect of:

{0 guarantees issued for banking facilities extended to its subsidiaries amounting to HK$5,421,000 (2002:
HK$4,750,000).

(i) guarantees issued for performance under contracts and rendering of services of certain subsidiaries amounting
to HK$ 1,405,000 (2002: HK$2,670,000).

Chevalier iTech Holdings Limited 46 Annual Report 2002-2003




Notes to the Financial Statements

For the year ended 31st March, 2003

28. Operating Lease

(a)

(b)

The Group as lessee

At 31st March, 2003, the Group and the Company had commitments for future minimum lease payments
under non-cancellable operating leases in respect of renting of premises which fall due as follows:

THE GROUP THE COMPANY
2003 2002 2003 | 2002
HK$'000 HK$'000 HK$'000 HK$'000
Within one year 6,287 22,936 123 3,823
In the second to fifth year
inclusive 3,231 4,587 92 -
9,518 27,523 215 3,823

Leases are negotiated and rentals are fixed for an average term of 2 years.

The Group as lessor

All the investment properties were leased out for periods of 2 years and the leases did nat have any renewal
options given to the lessees. The future minimum lease payments receivable by the Group under non-
cancellable operating leases for each of the following periods are:

THE GROUP
2003 2002
HKS$°000 HK$'000
Within one year 406 450
In the second to fifth year inclusive - 33
406 483

29. Share Option Schemes
(@) Option of the Company

The share option scheme of the Company (the “Old Scheme”) was adopted on 30th September, 1991 for the
primary purpose of providing incentives to directors and eligible employees of the Company and its
subsidiaries. Under the Old Scheme, the Board of Directors of the Company might grant options to eligible
employees, including directors of the Company and its subsidiaries, to subscribe for shares in the Company.
Options are exercisable at any time during the thirty six months commencing on the expiry of six months after
the date of acceptance of the share options. The exercise price was determined by the directors of the
Company, and was not less than the higher of the nominal value of the Company’s share and 80% of the
average closing price of the Company’s share on the Stock Exchange for the five trading days immediately
preceding the date of grant and is subject to adjustment.

The Qld Scheme expired on 29th September, 2001 but its term remain in full force and effect in respect of the
outstanding options previously granted.
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29. Share Option Schemes (continued)

(a)

Option of the Company (continued)

The movements in the outstanding options previously granted under the Old Scheme during the two years
ended 31st March 2003 are as follows:

Granted to Option At 1/4/2001 Cancelled/Lapsed At 31/3/2003
Directors A 28,600,000 28,600,000 -
B 28,550,000 - 28,550,000

57,150,000 28,600,000 28,550,000

Employees C 976,000 976,000 -
58,126,000 29,576,000 28,550,000

Details of the share options are as follows:

Date of Vesting period Exercise period  Exercise
Option grant From To From To price
A 4/2/1998 4/2/1998 2/9/1988 3/9/1998  2/9/2001 0.3376
B 17/12/1999 17/12/1999 29/6/2000 30/6/2000 29/6/2003 0.4640
C 9/3/1998 9/3/1998 6/10/1998 7/10/1998 6/10/2001 0.3920

As a result of consolidation of the Company’'s ordinary shares as disclosed in note 20, the remaining options
will entitle the holders thereof to subscribe for 5,710,000 new shares of the Company at an adjusted price of
HK$2.32 per share.

The Company’s new share option scheme (the "New Scheme") was adopted by the shareholders pursuant to a
resolution passed on 20th September, 2002 for the primary purpose of providing the participants with the
opportunity to acquire proprietary interests in the Company and to encourage participants to work towards
enhancing the value of the Company and its shares for the benefit of the Company and its shareholders as a
whole. The New Scheme will expire on 19th September, 2012.

The total number of shares in respect of which options may be granted under the New Scheme and any other
schemes is not permitted to exceed 10% of the shares of the Company in issue at the date of shareholders’
approval of the New Scheme (the “Scheme Mandate Limit”) or, if such 10% limit is refreshed, at the date of
shareholders’ approval of the renewal of the Scheme Mandate Limit. The maximum aggregate number of
shares which may be issued upon the exercise of all outstanding options granted and yet to be exercised under
the New Scheme and any other share option schemes, must not exceed 30% of the total number of shares of
the Company in issue from time to time. The number of shares in respect of which options may be granted to
any individual in any one year is not permitted to exceed 1% of the shares of the Company then in issue,
without prior approval from the Company’s and CIHL's shareholders. Each grant of options to any director, chief
executive or substantial shareholder must be approved by independent non-executive directors of the
Company and CIHL. Where any grant of options to a substantial shareholder or any independent non-executive
director or any of their respective associates would result in the shares of the Company issued and to be issued
upon exercise of options already granted and to be granted in excess of 0.1% of the Company’s issued share
capital and with a value in excess of HK$5,000,000 in the 12-month period up to the date of grant must be
approved in advance by the Company’s and CiHLs shareholders.

Cptions granted must be taken up within 30 days from the date of grant, upon payment of HK$1 for each lot
of options granted. An option may be exercised in accordance with the terms of the New Scheme at any time
during the effective period of the New Scheme to be notified by the board of directors which shall not be later
than 10 years from the date of grant. The exercise price is determined by the directors of the Company, and
will not be less than the highest of the closing price of the Company’s share on the date of grant, the average
closing price of the share on the Stock Exchange for the five business days immediately preceding the date of
grant, and the nominal value.

During the year ended 31st March, 2003, no options were granted under the New Scheme.
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29. Share Option Schemes (continued)
(b)  Option of the ultimate holding company

Under the share option scheme which was adopted by CIHL on 30th September, 1991 (the “CIHL Scheme”),
the Board of Directors of CIHL has granted certain options to eligible employees, including directors of the
Company, to subscribe for shares in CIHL. The movements of the outstanding options granted under the CIHL
Scheme during the two years ended 31st March 2003 are as follows:

Cancelled/ At 31/3/2002 and

Granted to Option At 1/4/2001 Lapsed 31/3/2003
Directors A 40,400,000 40,400,000 -
B 24,150,000 ~ 24,150,000

64,550,000 40,400,000 24,150,000

T————— T— ———

Details of the share options are as follows:

Date of Vesting period Exercise period  Exercise
Option grant From To From To price
A 4/2/1998 4/2/1998 2/9/1998 3/9/1998  2/9/2001 0.5376
B 17/12/1999 17/12/1999 29/6/2000 30/6/2000 29/6/2003 0.4880

30. Retirement Benefits

The Group participates in both a defined contribution scheme which is registered under the Occupational Retirement
Scheme Ordinance (the "ORSO Scheme”) and a Mandatory Provident Fund Scheme (the "MPF Scheme™) for the
benefits of the Hong Kong employees. The assets of the schemes are held separately from those of the Group, in
funds under the control of trustees. Employees who were members of the ORSO Scheme prior to the establishment
of the MPF Scheme were offered a choice of staying within the ORSO Scheme or switching to the MPF Scheme,
whereas all new employees joining the Group on or after 1st December, 2000 are required to join the MPF Scheme.

For members of the MPF Scheme, the Group contributes 5% of relevant payroll costs to the Scheme, which
contribution is matched by the employee.

The ORSQO Scheme is funded by monthly contributions from both employees and the Group at rates ranging from 5%
to 7.5% of the employee’s basic salary, depending on the length of service with the Group.

Where there are employees who leave the ORSO Scheme prior to vesting fully in the contributions, the contributions
payable by the Group are reduced by the amount of forfeited contributions. The amount of forfeited contributions
utilised in this manner during the year was HK$1,169,000 (2002: HK$1,968,000).

The total cost charged to income statement of HK$4,087,000 (2002: HK$4,304,000) represents contributions pay
and payable to these schemes by the Group in respect of the current accounting period net of forfeited contributions.
As at 31 March 2003, contributions of HK$285,000 (2002: HK$368,000) due in respect of the reporting period had
not been paid over to the schemes,
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31.

Related Party Transactions

The Company's ultimate holding company, CIHL and its subsidiaries, associates and jointly controlled entities are
regarded as related parties for the purpose of SSAP 20. Details of the material transactions with these companies are
as follows:

(a)

{©

On 28th March, 2002, the Company renewed the management agreement with Chevalier (HK) Limited
("CHKL"), a wholly-owned subsidiary of CIHL, for the provision of company secretarial, accounting, electronic
data processing, personnel and property management services by CHKL to the Group in respect of the year
ended 31st March, 2003 at a management fee calculated at the rate of 0.5% of the annuat turnover of the
Group excluding those of its overseas subsidiaries. Management fees paid to CHKL during the year under this
agreement amounted to HK$3,055,000 (2002: HK$4,044,000). The management agreement expired on 28th
March, 2003 and has been renewed for a further term of one year.

During the year, the Group sold computer equipment and business machines to and provide maintenance
service to wholly-owned subsidiaries of CIHL totalling HK$4,409,000 (2002: HK$3,913,000). The price is
determined with reference to market rates.

During the year, the Group paid rentals determined with reference to market rates amounting to
HK$5,042,000 (2002: HK$5,909,000) to wholly-owned subsidiaries of CIHL, for the use of their premises by
the Group.

During the year, the Group paid storage and delivery charges amounting to HK$4,295,000 (2002:
HK$4,999,000) and HK$2,470,000 (2002: HK$2,515,000) respectively to a wholly-owned subsidiary of CIHL to
cover its cost for services provided to the Group.

At the balance sheet date, the outstanding balance due to the ultimate holding company at 31st March, 2003 and
2002 arising from the above transactions and payment of recurrent expenses paid on behalf of the Group is
HK$6,230,000 (2002: HK$1,456,000)

Apart from the above, the Group made advances to and obtained repayment from an associate during the year. The
amount outstanding at 31st March, 2003 is HK$2,546,000 (2002: HK$2,765,000).

The amounts due to the ultimate holding company and from the associate are unsecured and interest-free,
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Principal Subsidiaries

Name of Company

Place or

country of
ingorporation or
registration/
operation

Class of
shares

Issued and
paid up
capital

No. of
shares

Effactive
percentage

of issued share
or registered
capital held

Principal
activities

Directly held by the Company:

Chevalier (OA) Holdings Limited

Chevalier iTech (S) Pte Ltd **

Chevalier iTech Thai Limited#**

Chevalier iTech (M) Sdn. Bhd, **

Chevalier Telecom
(Thailand) Limited **

Sup Aswin Limited **

Indirectly held by the Company:

Chevalier {Business Machines)
Limited

Chevalier (Computer) Limited

Chevalier (Internet} Limited

Chevalier OA (China) Limited

Chevalier (Network Solutions)
Limited

Hong Kong

Singapore

Thailand

Malaysia

Thailand

Thailand

Hang Kong

Hong Kong

Hong Kong

Hong Kang

Hong Keng

Ordinary

Ordinary

Ordinary
Preference

Ordinary

Ordinary

Ordinary

QOrdinary

Ordinary

QOrdinary

Ordinary

Ordinary

HK$31,600,000

5$500,000

BAHT18,980,000
BAHT1,020,000

RM300,000

BAHT15,000,000

BAHT15,000,000

HK$2

HK$ 100,000

HK$2

HKS2

HK$2

316,000,000

500,000

189,800

10,200

300,000

150,000

150,000

100,000

100

100

100

Investment
halding

Trading of business
machines

Trading of computer
and business
machines

Trading of tele-
communication
equipment

Trading of
telecommunication
equipment

Property
investment

Trading of business
machines

Trading and
servicing of

computer
system and
equipment

Provision of
internet
services and
sales of
computer
equipment

Trading and
sevicing of

of computer
and business
machines

Network systems
and solution
services
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Principal Subsidiaries

Place or Effective

country of percentage

incorporation or Issued and of issued share
registration/ Class of paid up No. of or registered Principal
Name of Company operation shares tapital shares capital held activities
Chevalier (OA) Limited Hong Kang Ordinary HK$100,000 100,000 100 Trading of computer
and business
machines and
provision of repair
and maintenance
services
Chevalier (OA) Services Limited Hong Kong Ordinary HKS2 2 100 Maintenance
Services
Chevalier Office Automation The Mainland Not  HK$1,800,000 Not 100 Maintenance
Services (Shenzhen) Ca., Ltd ** applicable applicable services
Guangzhou Chevalier iTech The Mainland Not HK$5,000,000 Not 100 Maintenance
Services Co., Ltd.** applicable applicable services
Chevalier Q-Mart Limited Hong Kong Ordinary HKS2 2 100 Retailing of
household products
Chevalier (Satelfink) Limited Hong Kong Ordinary HK$2 2 100 installation of
satellite antennae
Chevalier Shop Limited Hong Kong Ordinary HK$2 2 100 Trading of
telecommunication
equipment
Chevalier (Telecom Limited Hong Kong Ordinary HK$2 2 100 Trading of
telecommunication
equipment
Chevalier {TelePoint) Limited Hong Kong Ordinary ~ HK$200,000,000 200,000,000 100 Trading and
tefecommunication
services
Lucky Fine Limited Hang Kong Ordinary HKS2 2 100 Property investment
and investments in
securities

All the subsidiaries in the Mainland are wholly foreign owned enterprises.

# Every four preference shares of this company carry one vote and all such shares have no right to participate in the

distribution of surplus assets in case of winding-up or profits in excess of 10% for any one financial year.

**  Not audited by Deloitte Touche Tohmatsu.
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Notice of 2003 Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Shareholders of the Company will be
held at 22/F., Chevalier Commercial Centre, 8 Wang Hoi Road, Kowloon Bay, Hong Kong on Wednesday, 3rd
September, 2003 at 10:15 a.m. for the following purposes;

As Ordinary Business

1. Toreceive and consider the audited financial statements and the Reports of the Directors and Auditors
for the year ended 31st March, 2003.

2. Tore-elect retiring Directors and authorize the Board of Directors to fix their remuneration.
3. Tore-appoint Auditors and authorize the Board of Directors to fix their remuneration.

And As Special Business, to consider and, if thought fit, pass with or without modification the following
resolutions as Ordinary Resolutions:

4. “THAT:

(a) subject to paragraph (c) below, the exercise by the Directors of the Company during the Relevant
Period (as hereinafter defined) of all the powers of the Company to allot, issue and deal with
additional shares in the capital of the Company and to make or grant offers, agreements and
options which might require the exercise of such powers be and is hereby generally and
unconditionally approved;

(b) the approval in paragraph (a) shall authorize the Directors of the Company during the Relevant
Period to make or grant offers, agreements and options which might require the exercise of such
powers after the end of the Relevant Period,;

() the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to an option or otherwise) by the Directors of the Company
pursuant to the approval in paragraph (a), otherwise than pursuant to (i) a Rights Issue (as
hereinafter defined) or (ii) the exercise of subscription rights under any share option scheme of the
Company or (iii) an issue of shares as scrip dividends pursuant to the Bye-laws of the Company
from time to time, shall not exceed 20% of the aggregate nominal amount of the share capital of
the Company in issue as at the date of passing this Resolution and the said approval shall be
limited accordingly; and

(d) for the purposes of this Resolution and Resolution 5;

“Relevant Period” means the period from the passing of this Resolution until whichever is the
earliest of: !

(i) the conclusion of the next Annual General Meeting of the Company;
(i) the expiration of the period within which the next Annual General Meeting of the Company
is required by the Bye-laws of the Company or any applicable law of Bermuda to be held;

and

(i) the revocation or variation of this Resolution by an ordinary resolution of the shareholders of
the Company in General Meeting.
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Hong

Notes:

(a)

(b)

“Rights Issue” means the allotment, issue or grant of shares pursuant to an offer (open for a
period fixed by the Directors of the Company) made to shareholders or any class thereof on the
Register of Members of the Company on a fixed record date pro rata to their then holdings of
such shares or class thereof (subject to such exclusion or other arrangements as the Directors of
the Company may deem necessary or expedient in relation to fractional entitlements of having
regard to any restrictions or obligations under the laws of, or the requirements of any recognised
regulatory body or any stock exchange in, any territory outside Hong Kong).”

"THAT:

(@)  subject to paragraph (b) below, the exercise by the Directors of the Company during the Relevant
Period (as defined in Resolution 4(d) above) all powers of the Company to repurchase its shares in
the capital of the Company, subject to and in accordance with all applicable laws and requirements
of the Rules Gaverning the Listing of Securities on The Stock Exchange of Hong Kong Limited as
amended from time to time, be and is hereby generally and unconditionally approved; and

(b) the aggregate nominal amount of shares to be purchased by the Company pursuant to the
- approval in paragraph (a) above during the Relevant Period shall not exceed 10% of the aggregate
nominal amount of the issued share capital of the Company on the date of passing this Resolution

and the authority pursuant to paragraph (a) above shall be limited accordingly.”

“THAT the general mandate granted to the Directors of the Company to allot, issue and deal with
additional shares pursuant to Ordinary Resolution set out in Resolution 4 be and is hereby extended by
the addition thereto of an amount representing the aggregate nominal amount of the share capital of
the Company which may be allotted or agreed conditionally or unconditionally to be allotted pursuant to
such general mandate the aggregate nominal amount of share in the capital of the Company,
repurchased by the Company under the authority granted pursuant to Ordinary Resolution set out in
Resolution 5, provided that such amount shall not exceed 10% of the aggregate nominal amount of the
issued share capital of the Company at the date of this Resolution.”

By Order of the Board
KAN Ka Hon
Company Secretary

Kong, 31st July, 2003

A member entitled to attend and vote at the meeting convened by this notice is entitled to appoint one or more
proxies to attend and, in the event of a poll, to vote in his stead. A proxy need not be a member of the Company.

In order to be valid, a form of proxy, together with the power of attorney or other authority (if any), must be
deposited at the Company’s Branch Share Registrars in Hong Kong, STANDARD REGISTRARS LIMITED of G/F, Bank of
East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not less than 48 hours before the time
appointed for holding the meeting or any adjourned meeting.
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